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The appearance on grocery store shelves of prod- 
ucts bearing coded labels of the type depicted 
above was the first indication to consumers of the 
dawning of a new era in food shopping — the Elec- 
tronic Checkout System. The Universal Product 
Code (U.P.C.) has been adopted by the grocery re- 
tailing and manufacturing industries of North 
America as a means of identification for food- 
store items. 


The first five digits of the code identify the man- 
ufacturer — for example Steinberg’s has been as- 
signed number 55476 for all our private label prod- 
ucts. The last five digits identify the product, its size, 
flavour, colour and any other factors necessary for 
full identification. 

The number code is reproduced as a combina- 
tion of dark and light bars which can be read by an 
electronic scanning device. This is connected to a 
computer containing the price information for each 
product identified by a U.P.C. 
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1974 
$ 


1,185,581 


16,229 


2.29 


1.37¢ 


0.60¢ 


158,399 


34,309 


23,440 


117,924 


141,192 


18.77 


11.49% 


389,003 


1973 
$ 


1,002,304 


16,729 


2.37 


1.67¢ 


0.45¢ 


134,465 


36,329 


30,725 


117,747 


130,331 


710 


12.84% 


338,292 


A Step into the Future 


Since mid-July customers of Steinberg’s Dorval 
Shopping Centre store have been taking part in a 
test of what may well prove to be the most signifi- 
cant advance in the food supermarket industry since 
the introduction of self-service stores — the suc- 
cessful operation of an electronic scanning check- 
out system utilizing the Universal Product Code. 


Utilizing the latest available technology, this 
IBM designed system enables the cashier to pro- 
cess most of a customer’s order without punching 
the cash register. The U.P.C. label is automatically 
read by a scanner which transmits the information to 
a computer. The computer analyses this data, iden- 
tifies the product and retrieves the price from its 
memory bank. This information is then displayed on 
a visual panel at the checkout and printed on the 
customer’s cash register tape. This tape shows 
prices and details of each item purchased. 


The system envisages the elimination of price 
marking on individual packages, thereby increasing 
efficiency in shelf-stocking. The automatic scanning 
will reduce errors and permit faster service at the 
checkout. The computer will provide better and 
more detailed information on product movement 
and facilitate better inventory control. 

The implementation of this test project has in- 
volved a great deal of input from both our em- 
ployees and our customers. To house the system a 
new checkout stand was designed, incorporating 
many unique features suggested by our cashiers. 
Two consumer panels have been actively involved 
in a critique of this test. These groups, together with 
in-store surveys, have given us a realistic customer 
reaction to the new system. 


Sam Steinberg, 
Chairman of the Board and 
Chief Executive Officer 


Melvyn A. Dobrin, 
President 


Report to the Shareholders 


The year 1974 witnessed the highest rate of inflation 
that Canada has experienced since the early 
1950’s. Steinberg’s Limited was subject to the same 
pressures of higher costs for goods, services and 
wages as the rest of the country and consequently, 
notwithstanding the achievement of a record sales 
level, net earnings were slightly reduced. 

During the year we noted changes in our cus- 
tomers’ buying habits by the substitution of less ex- 
pensive food items and a reduction in impulse 
buying. The Canadian consumer has become more 
price and value conscious in shopping for food, 
which now takes a higher proportion of the disposa- 
ble dollar. The pricing and merchandising policies 
we follow to maintain our position as a low price 
leader in the retail food industry have enabled us to 
increase our share of market in this period of con- 
sumer resistance to inflation. 

All elements of the economy were affected by 
the year’s inflationary pressures. The high visibility 
of the retail food industry, coupled with rapid and 
significant price increases which had to be passed 
on to the consumer, subjected our industry to par- 
ticular criticism. We believe that, on the whole, such 
criticism is not warranted. 

The public’s concern over food prices was ex- 
pressed by the continuing work of the federally ap- 
pointed Food Prices Review Board. This body was 
engaged in the study of various facets of the food 
industry such as sugar prices, the bread industry 
and the effectiveness of agricultural marketing 
boards. Various executives of Steinberg’s devoted a 
great deal of time meeting and discussing with this 
Board different aspects of the food industry and in 
preparing and submitting replies to at least five of its 
studies and questionnaires. Generally speaking, the 
Board reviewed our industry carefully and objec- 
tively and in its reports has not blamed food price 
increases on the retailer. It has reported factually 
that the vast majority of price increases were jus- 
tified and resulted from such diverse reasons as 
worldwide shortages of certain commodities, in- 
creased consumption and crop failures in North 
America resulting from poor weather conditions. It 
found that profits of food chains were not a contribut- 
ing factor to price increases. 


Consolidated sales for the year ended July 27, 
1974 totalled $1,185,581,000 which represents an 
increase of 18.3% over the previous year’s sales of 
$1,002,304,000. The Company’s total net earnings 
of $16,229,000 were down $500,000 or 3% from the 
level realized in 1973. Earnings before income 
taxes increased $1,457,000 to $32,658,000 but the 
application in the current year of higher income tax 
rates accounted for the decline in after tax earnings. 
Earnings per common and Class “A” share oui- 
standing declined from $2.37 to $2.29. Net earnings 
per dollar of sales for the year only equalled 1.37 
cents, as compared with 1.67 cents reported for 
1973. We believe that this decline in earnings is not 
unreasonable in the light of inflation and the operat- 
ing difficulties faced by the Company during the 
year. 

The year’s results were adversely affected by a 
costly ten-day strike by employees of our Montreal 
warehousing, transportation and food processing 
facilities which had a very disruptive effect on our 
food store operations. Steinberg Foods did not meet 
its objectives due to a lengthy delay in the 
scheduled delivery and installation of new bakery 
equipment. In addition, the Miracle Mart division ex- 
perienced operating losses. A number of reorgani- 
zational measures which already have had a 
noticeable effect were instituted in this division and 
we are well on the way to returning Miracle Mart toa 
profitable position. 

Increased working capital requirements, par- 
ticularly for the higher cost of inventories, combined 
with high interest rates to put pressure on 1974 
earnings. We encountered shortages and greatly 
increased prices for petroleum-based (plastic) 
packaging materials, for paper supplies and innu- 
merable other items. We also faced increases of 
approximately 15% to 18% on construction and 
equipment costs for our large expansion and mod- 
ernization programme. 

During the year under review our policy of im- 
proving facilities resulted in the opening of thirteen 
new food stores, three Miracle Marts, the Beaucoup 
store referred to elsewhere in this report, twelve 
Cardinal catalogue sales stores, twenty-two snack 
bars and six restaurants. In addition, construction of 
the automated grocery warehouse in Montreal, 
which is expected to be fully operational during the 
current year, progressed rapidly. Construction was 
started on a major expansion of the Ste-Foy Shop- 
ping Centre and on the complete re-development of 
Montenach Mall. A number of food stores were 
completely renovated; nine older food stores were 
closed, as were two Miracle Marts. At year end we 
operated 191 food stores and 32 Miracle Marts. 


We constantly stress the importance of finding 
new and better ways of conducting our business. In 
this respect the past year has seen significant ad- 
vances which, in the long run, will greatly improve 
the working conditions and efficiency of our em- 
ployees and benefit our customers by better, faster 
service and higher quality products. The automated 
warehouse facility will improve inventory control, 
permitting faster movement of grocery items 
through the warehouse to our stores and improve 
overall efficiency. The new equipment and proce- 
dures in our expanded bakery will bring about faster 
handling of baked goods so that these products will 
be delivered to our stores within hours of produc- 
tion. Electronic scanning checkout equipment, in- 
stalled on a test basis in one of our stores shortly 
before the year end, probably will turn out to be the 
most significant advance for our industry since the 
introduction of self-service stores. We are proud to 
have introduced the first successful operation of this 
equipment in Canada. 

The strength of our management personnel is 
of prime importance if we are to successfully meet 
the increasingly complex challenges of the future. A 
great deal of time and effort during the year was 
devoted by our most senior people, at both the divi- 
sional and head office levels, to a management de- 
velopment programme designed to identify and de- 
velop the future leaders of the organization. The 
programme involves the preparation, in conjunction 
with each employee concerned, of developmental 
steps that encourage the beneficial growth of the 
individual. 


Two important senior management appoint- 
ments were made by the Board during the year. 
William Howieson rejoined the Company and was 
appointed Vice-President, Treasurer & Comptroller 
and Mitzi Dobrin was named Vice-President with 
responsibility for the Miracle Mart division. 

We record with deep regret the death, during 
the year, of Sam Cohen, a former member of the 
Board who retired for reasons of health during the 
mid 1960’s. Sam Cohen had served with the Com- 
pany almost from its inception and in numerous 
senior positions contributed greatly to the 
Company’s dynamic growth. 

The accidental death of Marcel Inkel, our Direc- 
tor of Public Relations, was deeply felt by all who 
knew him. His warm personality, humanity and ded- 
ication are greatly missed by his associates in 
Steinberg’s and in the numerous service organiza- 
tions to which he contributed his time and talent. 

Although the past year has seen a slight de- 
crease in earnings, we at Steinberg’s are fully con- 
vinced that our Company performed admirably 
under some very trying conditions. Our people re- 
sponded to the problems which faced us with de- 
termination, resourcefulness and enthusiasm. On 
behalf of the Directors, we would like to express our 
sincere thanks to our many suppliers and to the 
thousands of full and part-time people who com- 
prise our “family of employees” and of whose ac- 
complishments we are indeed proud. 


November 1, 1974 


On behaif of the Board, 


Chairman of the Board 


President 


A consumer information meeting. 


Financial and Operating Review 


Despite increased sales, earnings declined some- 
what during the year—reflecting a period of great 
inflationary pressures on the Canadian economy 
and difficulties encountered in certain areas of our 
operations. Consumer spending remained high, but 
we noted a tendency towards more careful and 
selective buying by customers in our food stores. 


Sales — Up 18% 


Consolidated retail and manufacturing sales 
(excluding inter-divisional sales) of $1,185,581 ,000 
were achieved in the fiscal year ended July 27, 
1974. This represents an increase of $183,277,000 
or approximately 18% over the 1973 sales of 
$1,002,304,000, reflecting a pattern of continued 
growth. 

Consolidated sales and operating revenue 
equalled $1,197,319,000 in comparison to 
$1,012,209,000 in 1973. 


Net Earnings — $16.2 Million 


A decline of 3% in consolidated net earnings 
from $16,729,000 to $16,229,000 resulted mainly 
from the effects of inflation on the Company, the 
costly Montreal warehouse and food processing 
strike, delays encountered in the scheduled delivery 
of equipment for the bakery expansion as well as 
the continuing problems of the Miracle Mart Divi- 
sion. Thie food retailing divisions, the other manufac- 
turing companies and Ivanhoe Corporation and its 
subsidiaries produced satisfactory results. 

Earnings per common and Class “A” share 
showed a similar decrease to $2.29 from $2.37. 
Earnings per dollar of sales also showed a reduction 
from 1.67 cents to 1.37 cents. When earnings from 
our real estate companies are excluded, the net 
earnings for the year amounted to 1.14 cents on 
each dollar of merchandise we sold. 


Quarterly Performance 


The Company reports on a basis of three 
twelve-week quarters and a final quarter of sixteen 
weeks. The quarterly fluctuations within a year and 
from year to year are accounted for by seasonal 
demands on the retailing side and by real estate 
profits which, by their nature, do not arise at regular 
intervals. 


1974 1973 
Net Earnings Per Net Earnings Per 
Quarter (In Thousands) Share (In Thousands) Share 
$ $ $ $ 
1st 2,861 0.41 3,136 0.45 
2nd 4,520 0.64 5,343 0.77 
3rd 3,394 0.48 2,670 0.36 
4th 5,454 0.76 5,580 0.79 
16,229 2.29 16,729 PAE 


Depreciation 


Depreciation and amortization amounted to 
$14.5 million compared to $12.9 million for 1973. 
The Company computes and reports depreciation 
on the straight line method at rates which are suffi- 
cient to amortize the cost of various types of assets 
over their estimated useful lives. 


Income Taxes 


The total provision for income taxes increased 
for the year under review to $15.8 million from $14.1 
million. This increase, in both current and deferred 
taxes, reflects an increase in the percentage of tax 
payable arising partly from the expiration of certain 
tax credits previously allowed by Canada and On- 
tario. The percentage payable is slightly lower than 
the standard rate of corporate tax effective for the 
year due to the inclusion in earnings of non-taxable 
gains from real estate sales, the lower rate of tax 
paid by our manufacturing subsidiaries and gains 
realized on the redemption of bonds. 


Assets and Liabilities 


During the year under review the consolidated 
assets of the Company increased by approximately 
$50 million to $389 million. This increase in assets is 
principally represented by a substantial increase in 
inventory from $82.4 million to $113.3 million, of 
which $15 million is accounted for by the sharply 
increased cost of raw sugar supplies to Cartier 
Sugar Ltd. We made net additions of approximately 
$33 million to developed real estate and to retail and 
manufacturing equipment and facilities. 

During the year the Company issued 
$5,000,000 of 2 year, 10% promissory notes. Em- 
ployees purchased 21,025 Class “A” shares under 
the Company’s stock option and stock purchase 
plans for a total consideration of $250,000. Long 
term debt remained virtually unchanged. 


The Retail Council of Canada 
honours our Chairman for his con- 
tributions to retailing. 


At the year end working capital (current assets 
less current liabilities) was $23,440,000, a decrease 
of $7.3 million. Current assets of $138.7 million 
were 1.2 times current liabilities of $115.3 million. 
We are negotiating the terms for a proposed issue 
of additional sinking fund debentures of Steinberg’s 
Limited. The proceeds from this issue, the amount 
and interest rate of which have yet to be estab- 
lished, will be used to reduce short term debt which 
amounted to approximately $22 million at year end. 


Dividends and Shareholders’ Equity 


The Company paid a total of $4,509,000 in di- 
vidends to its shareholders during the year. Di- 
vidends amounted to $5.25 per share on the 51/4% 
preferred shares and $2.45 per share on the 21/2% 
subordinated preferred shares. Holders of the 
Company’s common and Class “A” shares received 
quarterly dividends aggregating 60 cents per share 
for the year. 

21,025 Class “A” shares were issued to em- 
ployees pursuant to stock options and under the 
terms of Steinberg’s Employee Stock Purchase 
Plan — 1973. The Company redeemed 1,440 of its 
51/4% Cumulative redeemable preferred shares at a 
gain to the Company of $35,000 and redeemed 
10,200 of the Company’s 21/2% non-cumulative 
subordinated preferred shares. (Subsequent to the 
year end a further 10,200 subordinated preferred 
shares were redeemed.) 

At the year end the book value of equity capital 
had increased by $10.8 million to $141 million. 
Shareholders’ Equity amounted to $18.77 per 
common and Class “A” share, up from the $17.10 
per share reported last year. The rate of return on 
equity declined from 12.84% to 11.49%. 


Operating Divisions 
and Subsidiaries 


Quebec Division 


The sales and earnings of this division, which 
Operates food stores throughout Quebec and in 
eastern Ontario, again exceeded those of all other 
divisions of the Company. 

In a year in which price increases from sup- 
pliers were being received daily, this division consis- 
tently operated at low margins and offered the cus- 
tomer the lowest possible prices on the total food 
order. Despite increased competition, this mer- 
chandising policy enabled Quebec Division to 
achieve its best-ever sales and earnings. 

To help our customers become more knowl- 
edgeable in their shopping, the existing programme 
of customer relations and communications has 
been expanded. This programme includes nutri- 
tional information in newspaper advertisements, 
in-store meat and produce demonstrations and 
other meaningful dialogue between customers and 
store personnel. 

As in the past, management of this division 
concentrated on finding better, more efficient ways 
to serve the customer. An exciting feature late in the 
year was the introduction in the Dorval Shopping 
Centre store, on a test basis, of the new electronic 
checkout system utilizing the Universal Product 
Code. The system and the code are explained in 
some detail on the inside front cover of this report. A 
project task team, bringing together specialized 
personnel from a number of areas of the Company, 
was formed for the purpose of putting this new sys- 
tem into operation. While it is too early to determine 
its effectiveness, we can say that our employees 
and our customers have received it with en- 
thusiasm. 

During the fiscal year, the division opened nine 
new food stores, closed six others and two existing 
stores were completely renovated and modernized. 
At the year end, it operated 137 food stores. A new 
warehouse for frozen-food products was opened 
during the year. Construction of the automated 
grocery warehouse is nearing completion; it is ex- 
pected to be fully operational next spring. 


Customer relations are a high 
priority. 


A new food store in Ontario. 


Ontario Division 


Ontario Division, which operates food stores in 
central and southwestern Ontario, achieved good 
improvement in both sales and earnings in 1974. 

During the year, the division opened three new 
stores in the Toronto area and one in Grimsby. 
Three smaller, older stores were closed and two 
stores were enlarged and modernized. At the end of 
the fiscal year, 54 stores were in operation. Five 
new stores and the expansion and modernization of 
three existing stores are planned for the current 
year. 

The division has placed great emphasis on 
building customer confidence, not only by a low- 
price policy, but also by increased availability of ad- 
vice and information for its customers. A Customer 
Information Centre, under the responsibility of an 
in-store consumer advisor, has been established in 
each store. These Centres provide customers with 
advice and information on food, economical buying, 
menu planning, nutrition, etc. 


Miracle Mart Division 


A sales increase of seven per cent was not 
sufficient to offset increased operating costs and 
competitive factors and this division operated at a 
loss for the year. Miracle Mart stores have been 
affected by increased competition from new de- 
partment stores, particularly in the Montreal area 
where the division has its greatest concentration, 
and from new types of retail outlets. 

To overcome its problems, a major re- 
organization of this division was commenced during 
the year. The steps taken to date include the ap- 
pointment of Mitzi Dobrin as Vice-President with full 
responsibility for the division, the closing during the 
year of two unprofitable units (another store has 
been closed since the year end), the reduction in 
size of certain stores and a re-organization of the 
buying and merchandising departments. These 
measures are a crucial phase in the profitability 
plans of the division's management. In the latter 
periods of the year they had already reduced losses 
considerably. 


The division, during the year, instituted a series 
of meetings with representative consumer and 
community groups in a number of localities. Discus- 
sions on topics chosen by the consumers covered 
such items as quality control, private brands, adver- 
tising and store operations. These meetings have 
given management a better understanding of the 
areas of concern and needs of its customers, and 
have provided an opportunity to explain our opera- 
tions to the public. The “Consumer Corner”, a col- 
umn devoted to items of general customer interest, 
has become a regular feature of Miracle Mart’s 
newspaper advertisements. 

Early in the fiscal year new stores were opened 
in three regional shopping centres, — Scarborough 
City Centre, Bayshore Shopping Centre in Ottawa 
and Cavendish Mall in Montreal. In January, the di- 
vision consolidated its three Montreal warehousing 
and distribution operations to a central location. At 
year end the division operated 32 stores. 


Cardinal Distributors Limited 


This subsidiary company continued its rapid 
expansion programme by the opening of an addi- 
tional 12 catalogue sales stores. Four of these new 
units are located in suburban Montreal, four in the 
Toronto area and one each in Fredericton, 
Shawinigan, Granby and Ottawa. At year end, the 
Company operated 33 outlets. 

Sales volume in those stores that have been in 
operation for at least one year has shown a consis- 
tent and satisfactory growth. However, Cardinal did 
not achieve a profit on its operations during the 
fiscal year, principally because of its policy of writ- 
ing off pre-opening expenses in the year a store is 
opened. We are satisfied that an appropriate con- 
tribution to profits will be made by this subsidiary as 
its units mature. 


Intercity Food Services Inc. 


Results of our restaurant subsidiary improved 
from the level reported in the previous year. Price 
increases received from suppliers were, of neces- 
sity, passed on to the customer; however, menu 
prices have been kept as low as possible. 

Intercity’s rapid expansion programme con- 
tinued in the last year with the opening of 22 Pik-Nik 
snack bars and dairy bars and 2 Le Quick restau- 
rants; five units were closed. At the year end the 
Company operated 119 units stretching from the 
Lake St. Jean region of Quebec to southwestern 
Ontario. 

During the current year operations will be 
further expanded and several existing outlets will be 
modernized and improved. 


The laboratory and experimental 
bakery at Phénix. 


Beaucoup 


This new concept in North American retailing 
combines a food store and a wide assortment of 
general merchandise utilizing central checkout 
facilities. Our first such unit, of 130,000 square feet 
located in Carrefour Laval, the largest shopping 
centre in the Montreal area, was opened in late 
March. This store, which is described in greater de- 
tail in another section of this report, is competing 
well in the market. Sales have been above expecta- 
tion with a satisfactory mix of general merchandise 
to food. All pre-opening expenses were written-off in 
the year. 

The existing Miracle Mart and food store at 
Bramalea City Centre are presently being converted 
to this type of operation. 


Steinberg Foods Limited 


This subsidiary encountered a wide range of 
operational difficulties and inefficiencies. The failure 


‘of suppliers to meet scheduled delivery and installa- 


tion dates of certain equipment for the expansion of 
the bakery resulted in an eleven-month delay in the 
integration of the new and existing facilities. 

A drop in sales volume was attributable to loss 
of production due to scarcities of certain ingredients 
and packaging materials, labor difficulties and a 
shifting of purchases by the consumer away from 
such items as cakes and pies, the prices of which 
were affected by increased ingredient costs. 

We expect that the increased and more effi- 
cient production facilities will have a positive effect 
on earnings in the current year. 


Cartier Sugar Ltd. 


The past year was a difficult one for the Cana- 
dian sugar refining industry in general and for Car- 
tier Sugar in particular. This subsidiary’s earnings 
for the year were slightly reduced from those 
achieved in 1973. 

The International Sugar Agreement, under 
which Canadian refiners had been buying raw sugar 
at a fixed price, expired on January 1, 1974. World 
sugar prices attained historic heights in February 
and have been increasing at an alarming rate since. 
These greatly inflated prices have required Cartier 
to borrow at the current high interest rates on the 
short term money market in order to finance its raw 
sugar requirements. Other operational expenses, 
chiefly fuel costs, also increased. Consumer resis- 
tance to the high retail prices resulted in a 6.5% 
decline in sales. 

When the price of raw sugar recedes to more 
reasonable levels Cartier should regain its former 
level of profitability. 


Phénix Flour Limited 


A good increase in sales volume coupled with 
an exceptionally strong market for millfeeds enabled 
Phénix Flour to achieve substantially increased pro- 
fits. 

The price of wheat for domestic milling for 
human consumption was stabilized by the Federal 
Government in September 1973 and Phénix conse- 
quently was able to increase its sales in Canada. 
This increase offsets a decline in volume of export 
sales arising from stiff competition from the Euro- 
pean Economic Community which offers subsidies 
and credit facilities not available to Canadian mill- 
ers. Crop shortages, particularly in the United 
States, created a strong demand for millfeeds at 
high prices. 

Long term debt was reduced by $850,000 dur- 
ing the year. 

The factors affecting last year’s performance 
are still present and, accordingly, the outlook for the 
current year is again favourable. 


Ivanhoe Corporation and Subsidiaries 


This wholly-owned subsidiary derived higher 
income from the operation of its shopping centres 
and other properties and from gains made on the 
sale of real estate. Total revenues for the year 
amounted to $18.9 million, compared to the $16.8 
million in 1973. 

Consolidated net income marginally declined 
from $2,766,000 to $2,736,000, principally due to 
substantially higher interest costs. Cash Flow from 
operations of $6.7 million was equal to 97 cents per 
common and Class “A” share outstanding of 
Steinberg’s Limited. 

Fixed assets increased by $5 million to $129 
million, including an amount of $21.8 million for un- 
developed land shown in the accounts at cost plus 
carrying charges. Long term debt outstanding to 
other than the parent company amounted to $73 
million at year end, a reduction of $3.1 million. 


Ivanhoe Financial Highlights 


July 27, July 28, 
1974 1973 
(In Thousands) 
$ $ 


Total assets 148,501 142,549 


Long term debt outstanding 


— parent company 22,287 19,954 

— other 72,984 76,133 
Revenue 

— rental — parent company 7,927 6,871 

— other tenants 8,492 7,854 

— other revenues 2,448 2,051 

18,867 16,776 

Net earnings 2,736 2,766 

Cash Flow from operations 6,735 6,388 
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Sod turning at Montenach Mall. 


During fiscal 1974 the major projects of the 
Ivanhoe group of companies included: 1) the com- 
pletion of construction work on the large addition to 
the Steinberg Foods bakery; 2) work on the con- 
struction of the expansion to the Steinberg grocery 
warehouse; and 3) the development, in association 
with Cadillac Fairview Corporation and Eaton’s, of 
Carrefour Laval which opened in March 1974 and is 
the largest shopping centre complex in the Montreal 
area. 

As a reflection of its confidence in the Canadian 
and Quebec economy, Ivanhoe has in excess of 
$20 million committed to projects presently in pro- 
cess and scheduled for completion over the next 
twelve months. These include: 1) a major expansion 
to Place Ste-Foy in Metropolitan Quebec increasing 
the size of this shopping centre to over one half- 
million square feet including an Eaton’s department 
store; 2) jointly with another developer the rede- 
velopment of Montenach Mall in Beloeil, Quebec to 
transform this neighborhood shopping centre to a 
regional centre with two department stores and ap- 
proximately 60 other tenants; 3) a community shop- 
ping centre located on the south shore of Montreal, 
jointly owned with another retailer; and 4) a neigh- 
borhood centre in Quebec. 

Ivanhoe and its subsidiaries own 28 shopping 
centres with a total leasable area in excess of 4.1 
million square feet. These centres range from re- 
gional shopping centres to small neighborhood 
ones. In recent years many of the older centres 
have been revitalized by mall enclosures and ex- 
panded. Ivanhoe has ownership interests, as indi- 
cated, in the following large shopping centres: 
Greenfield Park (50%), Montenach Mall (50%), 
Rockland (331/3%), Le Carrefour Laval (241/2%), 
Cavendish Mall (15%), all in the Montreal area, 
Bayshore (241/2%) and Les Galeries de Hull 
(241/2%) in the Ottawa-Hull area and Les Riviéres 
(241/2%) in Trois-Riviéres. 

In addition to more than 40 other retail proper- 
ties, five warehouses and the bakery, most of which 
are leased to Steinberg’s, lvanhoe owns approxi- 
mately 1,000 acres and has ownership interest vary- 
ing from 20 to 51% in a further 730 acres of vacant 
land held for future development. 


Oak Pharmacies Limited 


In order to achieve a better utilization of space 
and return on investment, the operations of 15 of the 
16 units operated by this Company within certain of 
our Ontario Miracle Mart and food stores were dis- 
continued during the year. The inventory and other 
assets of the units closed were sold to other phar- 
macy operators. 


Pharmaprix Limited 


This Company, jointly-owned with Koffler 
Stores Limited, provides management advice and 
other specialized services relating to the non- 
professional operations of independent pharma- 
cists. At year end fifteen such outlets were in opera- 
tion in the Province of Quebec. 


These stores are principally located in regional 
and other major shopping centres, thus assuring 
good customer traffic for both the prescription 
counter operation and the other related services 
and merchandise which are features of modern re- 
tail drug stores. In most instances, the associate 
pharmacist would not be in the position to obtain 
such prime locations without the support of Phar- 
maprix. 

These stores have been well received by the 
public and sales volume is growing satisfactorily. 

As a 50% owned Company, the accounts of 
Pharmaprix are accounted for on an equity basis 
and not consolidated with those of Steinberg’s 
Limited. 


Employee and Labour Relations 


At the year end the Company had more than 
11,000 full-time employees, with approximately an 
equal number of persons working on a part-time 
basis. Salaries, wages and employee benefits for 
the year totalled $158.4 million, up $24 million or 
17.8% from the previous year. 

The year was particularly busy in the field of 
labour relations as most of our major collective 
agreements expired and were re-negotiated during 
the period. Major agreements satisfactorily reached 
included those for food and Miracle Mart store em- 
ployees in Montreal, Ottawa and Quebec, food store 
employees in the Lake St-Jean region and, shortly 
after the year-end, food and Miracle Mart store em- 
ployees in Ontario. Our Montreal warehouse, trans- 
portation, food processing and maintenance em- 
ployees were on strike for a period of ten days in 
December. Nine other collective agreements were 
satisfactorily concluded during the year. 

At the beginning of the year the Supplementary 
Pension Guarantee Plan was introduced as a 
Company-paid addition to the existing contributory 
pension and deferred profit sharing programme. 


Sales 
For Fiscal Years 1965 - 1974 
(Millions of dollars) 


Net Earnings 

after Taxes 

For Fiscal Years 1965 - 1974 
(Millions of dollars) 


Distribution 

of Earnings 

For Fiscal Years 1965 - 1974 
(Millions of dollars) 


@ Earnings retained in 
the Company 


® Dividends paid to 
shareholders 


*& Income Taxes 
(including deferred taxes) 


Shareholders’ Equity 
For Fiscal Years 1965 - 1974 
(Millions of dollars) 


Salaries, Wages and 
Employee Benefits 
For Fiscal Years 1965 - 1974 
(Millions of dollars) 


A Decade of Growth 


1965 


1966 


1967 


1968 
1969 


1970 
1971 
WZ 
1973 
1974 


1965 


1966 


1967 


1968 


1969 
1970 


1971 
1972 
1973 
1974 


1965 


1966 


1967 


1968 


1969 


1970 
1971 


1972 
1973 
1974 


1965 
1966 
1967 
1968 
1969 
1970 
1971 
Ie 
1973 
1974 


1965 


1966 


1967 


1968 


1969 
1970 
1971 
1972 
1973 
1974 


During a coffee break at Palomino 


Lodge, Henri Tremblay, Vice- 
President, Personnel and Profes- 
sor Ed Schein, consultant, discuss 
Steinberg’s management devel- 
opment plans. 


Towards Improved Efficiency 


To succeed and to grow every organization 
must constantly improve its methods of doing 
business and the capabilities of its people. 
This is particularly true in a period when seri- 
Ous economic problems must be faced and 
overcome. Our management development 
programme and the new types of facilities de- 
scribed on these pages are examples of the 
approach that Steinberg’s is taking to assure 
continued growth and success. 


The Development of People 


Ours is an organization that has grown be- 
cause of operating and merchandising abilities, with 
an air of immediate urgency enveloping the busi- 
ness. The excitement generated by producing re- 
sults on a day-to-day basis has tended to lead man- 
agers to focus on those results with a lesser degree 
of attention being paid to the more low-key, long- 
range necessities such as identification and de- 
velopment of management talent for future success- 
ful growth of the organization. 

The development of future senior managers 
has been recognized as a Company priority and we 
have been deeply engaged in such a programme for 
more than a year. 

The first step in this programme involved an 
assessment by our most senior people of the future 
management needs of the Company. Our next step 
was to define the managerial characteristics needed 
by the senior manager of the future. These charac- 
teristics include personal integrity and motivation, 
the ability to manage conflict, to properly select and 
develop subordinates, to communicate clearly, to 
take responsibility for decisions and to identify and 
solve complex problems. We then reviewed our 
managerial personnel and identified our potential fu- 
ture senior managers. 

Each person so identified was assessed 
against the desired managerial characteristics in 
order that his individual development needs could 
be determined in relation to the requirements of his 
current job and his probable future position within 
the organization. 


We recognized early that: 1) the most fertile 
ground for relevant managerial development is work 
itself, and 2) that individual senior and middle man- 
agers had to play a very active part in the design of 
the developmental activities if the programme were 
to be successful. 

To obtain the individual manager’s input into 
the planning of his own development was not as 
easy as we had originally perceived it to be. We 
discovered that very few managers seriously look at 
their long term career aspirations. That exercise 
seems to be restricted to youth in the throes of 
selecting an academic discipline. 

Consequently, to make career planning a truly 
joint process, new techniques were required to as- 
sist individual managers to broaden the perspective 
within which their careers, and indeed their lives, 
are planned. 

To that end, we engaged the services of a 
highly qualified Director of Management Develop- 
ment who has been working closely with outside 
consultants. He has formulated a Management De- 
velopment Programme that is oriented towards the 
identification of developmental needs and the de- 
sign of practical and individualized activities. This 
programme is a distinct departure from traditional 
assessment programmes which tend to require ex- 
ecutives to formulate specific (and often personal) 
judgments about the relative worth of their subordi- 
nates. Steinberg’s new programme rather encour- 
ages the development of a more sensitive “boss- 
subordinate” relationship; this is facilitated because 
the programme requires the superior to make a 
serious evaluation of his own career aspirations. 

We have come to realize from our experience 
to date that the effective implementation of a pro- 
gramme of this nature involves a high commitment of 
time and energy on the part of our senior execu- 
tives. Because of our belief in the validity of the 
entire process, many of our senior people have al- 
ready changed their personal style of management 
by giving increased authority and responsibility to 
their subordinates and devoting more time and at- 
tention to long-range personnel requirements. 

We sincerely believe that this investment will 
prove to be a key to continued success of the or- 
ganization in the years to come. 
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Control room and conveyors in the 
new grocery warehouse. 


A new bread line in operation. 


The Handling of Product 


Beaucoup 


For a number of years we have studied the 
European-developed concept of a large, combined 
food and general merchandise store to determine 
how best such a store could be adapted to Cana- 
dian needs and shopping habits. Our experience in 
both food and general merchandise retailing pro- 
vided us with a unique opportunity to develop such 
an outlet. Beaucoup, which opened in March in 
Carrefour Laval, is the result of our study. 

With 100,000 square feet of selling area, 
Beaucoup provides the customer with a wide, at- 
tractive variety of both food products and general 
merchandise. The store is designed for maximum 
customer convenience, ease of shopping and effi- 
cient operation. Forty central checkouts serve both 
the food and general merchandise areas. The lay- 
out, lighting, equipment, fixtures and decorations all 
meet our normal high standards. 

The meat department features a triple deck 
counter, stocked from the cutting room to ensure 
that the product does not leave a controlled temper- 
ature until selected by the customer. The grocery 
department has probably the best assortment of any 
store in Montreal and utilizes large dump baskets 
and rolling baskets with drop fronts as well as con- 
ventional shelving. These baskets allow more pro- 
ducts to be on hand and permit easier and faster 
handling by employees. The air-curtained counter 
used to display fresh fruits and vegetables main- 
tains them at the peak of freshness. 

Two-thirds of the sales area is devoted to a full 
range of general merchandise items such as health 
and beauty aids, clothing and accessories, home 
entertainment items, toys, camping and sporting 
goods, hardware and paint, etc... The wide as- 
sortment of both soft and hard goods available at 
Beaucoup has made it a popular shopping location 
for Montreal area customers. 


Automated Grocery Warehouse 


The use of automated and highly mechanized 
equipment in warehouse operations is a relatively 
new advance. However, the system to be intro- 
duced over the next few months in our Montreal 
grocery warehouse goes far beyond those in use 
elsewhere. To accommodate the system the usable 
floor area of this building has been doubled, with a 
forty-foot ceiling installed in the expanded area. 

To ensure the proper disposition of merchan- 
dise a computer will record and control the location 
and movement of each pallet in the warehouse from 
receiving until the goods are placed in the work 
horse of the warehouse, the S. |. ORDERMATIC 
machine. Upon receipt of a store order, the Order- 
matic will select the proper products from amongst 
the 2,500 different items it controls. Those selected 
will be moved automatically along chute and 
conveyor belts to the shipping area and will be as- 
sembled mechanically for loading on trucks for 
shipment to the stores. 

The present manual selection and assembling 
functions will continue to be used for small items, 
those that require repacking and approximately 
twenty percent of the normal grocery items. 

The new system will give us faster, more accu- 
rate information on grocery inventory in the 
warehouse and will permit us to turn over this inven- 
tory more quickly. 


Bakery Expansion 


We expect the $8.5 million expansion to the 
bakery and food processing plant operated by 
Steinberg Foods Limited to be fully operational by 
January. 

In addition to new lines to produce specialty 
hearth breads, doughnuts, cakes, cookies and rolls, 
as well as a higher volume of our standard types of 
bread, this plant will have additional holding and 
blast freezers as well as atest kitchen, an expanded 
quality control laboratory and other complementary 
facilities. 

The ingredients for the bakery products are 
selected and mixed automatically in accordance 
with established recipes; the mixed dough is moved 
through the ovens and the finished product is 
machine wrapped, automatically assembled and 
passed to a holding area or to a shipping area for 
delivery to stores. The entire process takes place 
with a minimum of human intervention. 


The additional capacity and new methods to be 
followed will permit us to ship almost immediately 
after baking. 
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Steinberg’s Limited and Subsidiary Companies 


Consolidated Balance Sheet 


as at July 27, 1974 


ASSETS 
(Thousands of dollars) aal : ne 
Current Assets Cash 7,329 11,405 
Accounts receivable 11,881 10,302 
Inventories — at the lower of cost or market 113,283 82,391 
Prepaid expenses 6,232 5,037 
138,725 109,135 
Other Assets (note 2) 14,335 12,876 
Fixed Assets — Undeveloped land — at cost plus 
Real estate operations carrying charges 21,769 20,538 
Land, buildings and parking areas — at cost 137,638 
Less: Accumulated depreciation 30,008 107,630 103,849 
129,399 124,387 
Fixed Assets — Accumulated 
Retail and manufacturing oe ene 
petations Land and buildings 4,586 g22 3,764 4,229 
Equipment 131,964 61,370 70,594 56,393 
136,550 62,192 74,358 60,622 
Leasehold improvements — 
at cost, less amortization 14,983 13,895 
89,341 74,517 
Intangible Assets Unamortized discount on long-term debt 1,744 1,918 
Excess of cost of shares in subsidiary companies 
over net book value at date of acquisition 15,459 15,459 
17,203 17, 30% 
389,003 338,292 


Signed on Behalf of the Board 
Sam Steinberg, Director 


Mel Dobrin, Director 
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LIABILITIES 


Current Liabilities 


Long-term Debt and 
Other Obligations (note 4) 


Deferred Income Taxes 


Minority Interest 


Notes payable (note 3) 

Accounts payable and accrued liabilities 
Dividends payable 

Income taxes 

Current portion of long-term debt (note 4) 


Real estate operations 
Retail and manufacturing operations 


(including preferred shares — 
1974 — $509,600; 1973 — $650,700) 


SHAREHOLDERS’ EQUITY 


Capital Stock (note 5) 


Contributed Surplus (note 6) 
Retained Earnings 


Authorized — 


77,683 cumulative redeemable preferred shares of 
the par value of $100 each 


81,600 21/2% non-cumulative subordinated preferred 
shares redeemable at their par value of $98 each 


4,500,000 Class “A” shares without par value — non-voting 
3,500,000 common shares without par value 


Issued and fully paid — 
27,683 5'/4% preferred shares — Series “A” 
81,600 subordinated preferred shares 
3,947,300 Class “A” shares 
3,000,000 common shares 


1974 1973 

$ $ 
22,225 1,545 
91,116 72,952 
37 38 
1,607 3,075 
300 300 
115,285 78,410 
72,984 76,133 
44,940 41,609 
117,924 117,742 
12,291 97952 
2,311 1,857 
2,768 2,913 
7,997 8,996 
5,875 5,625 
1,500 1,500 
18,140 19,034 
10,563 10,528 
112,489 100,769 
141,192 130,331 
389,003 338,292 


Steinberg’s Limited and Subsidiary Companies 


Consolidated Statement of 
Retained Earnings 


for the year ended July 27, 1974 
(Thousands of dollars) 


Balance — Beginning of Year 
Net earnings for the year 


Dividends — 5'/4% preferred shares Series “A” 
2'/2% subordinated preferred shares 
Class “A” and common shares 


Balance — End of Year 


1974 
$ 


100,769 
16,229 


116,998 
146 

200 
4,163 
4,509 


112,489 


1973 
$ 


87,521 
16,729 


104,250 
154 
225 

3,102 
3,481 


100,769 
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Sales and Operating Revenue 


Expenses 


Earnings from Operations 


Financial (Income) 
and Expenses 


‘Earnings before Income Taxes 


Income Taxes 


Earnings before 
Minority Interest 


Minority Interest 
Net Earnings for the Year 


Represented by: 


Net Earnings per Class ‘‘A”’ 
and Common Share 
. (note 5 (c)) 


Steinberg’s Limited and Subsidiary Companies 


Consolidated Statement of Earnings 


for the year ended July 27, 1974 


(Thousands of dollars) 


Cost of sales and other operating and 
administrative expenses 


Wages and employee benefits 
Directors’ and officers’ remuneration 
Rentals and lease purchase payments 
Depreciation and amortization (note 10) 


Interest and amortization of discount on 
long-term debt 


Other interest 


Investment income, including interest earned 
and gain on redemption of long-term debt 


Current 
Deferred 


Retail and manufacturing companies (after eliminating 
dividends from Ivanhoe Corporation of $750,000 
in each year) 


Real estate companies 


1974 1973 
$ $ 
1,197,319 1,012,209 
967,598 815,198 
157,319 133,409 
1,080 1,056 
14,881 11,386 
14,473 12,903 
1,155,351 973,952 
41,968 38,257 
8,966 7,233 
1,887 613 
(1,543) (790) 
9,310 7,056 
32,658 31,201 
13,495 12,759 
2,339 1,377 
15,834 14,136 
16,824 17,065 
595 336 
16,229 16,729 
13,493 13,963 
2,736 2,766 
16,229 16,729 
$2.29 $2.37 
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Steinberg’s Limited and its Retail and Manufacturing Subsidiary Companies 


Consolidated Statement of Earnings 


for the year ended July 27, 1974 


(Thousands of dollars) BG be 
Sales % increase 1974 — 18.29%; 1973 — 14.97% 1,185,581 1,002,304 
Operating Expenses Cost of sales and other operating and 
administrative expenses 965,076 812,811 
Wages and employee benefits 156,982 133,418 
Rentals and lease purchase payments 22,808 18,257 
Depreciation and amortization (note 10) 11,474 10,095 
% increase 1974 — 18.65%; 1973 — 14.62% 1,156,340 974,581 
Earnings from Operations 29,241 2h dee 
Financial Expenses Interest and amortization of discount 
on long-term debt 3,299 3,189 
Other interest ~ 1,818 585 
5,117 3,774 
24,124 23,949 
Income from Investments Interest on advances — Ivanhoe Corporation 1,741 1,567, 
Dividends on preferred shares — 
Ivanhoe Corporation 750 750 
Other, including interest earned and gain 
on redemption ef long-term debt 368 266 
Gain on sale of land 798 
3,657 - 2,583 
Earnings before Income Taxes 27,781 26,532 
Income Taxes Current 11,698 11,006 
Deferred 1,445 655 
13,143 11,661 
Earnings before 
Minority Interest 14,638 14,871 
Minority Interest 395 158 
Net Earnings for the Year 14,243 14,713 
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Ivanhoe Corporation and Subsidiary Companies 


Consolidated Statement of Earnings 


for the year ended July 27, 1974 


(Thousands of dollars) wen me 
Revenue Rentals — Steinberg’s Limited and its retail and 
manufacturing subsidiary companies 7,927 6,871 
— Other 8,492 7,854 
Gain on sale of land 2,448 2,051 
18,867 16,776 
Expenses Operating and administrative 2,522 2,387 
Wages and employee benefits 1,417 1,047 
Depreciation (note 10) 2,999 2,808 
6,938 6,242 
Earnings from Operations 11,929 10,534 
Financial (Income) and Interest and amortization of discount on 
Expenses long-term debt — Steinberg’s Limited 1,741 1,567 
— Other 5,667 4,044 
Other interest 69 28 
Investment income, including interest earned 
and gain on redemption of long-term debt (1,175) (524) 
6,302 SAAS 
Earnings before Income Taxes 5,627 5,419 
Income Taxes Current 1,797 1,753 
Deferred 894 722 
2,691 2,475 
Earnings before Minority Interest 2,936 2,944 
Minority Interest 200 178 
Net Earnings for the Year 2,736 2,766 


Ivanhoe Corporation and Subsidiary Companies 


Consolidated Statement of Cash Flow 


for the year ended July 27, 1974 


(Thousands of dollars) be ee 

Net Earnings for the Year 2,736 2,766 

Non-cash items — depreciation 2,999 2,808 

— deferred income taxes 894 722 

— other 106 92 

Cash Flow from Operations 6,735 6,388 
Cash Flow per Steinberg’s 

Class “A” and Common Share (note 5 (c)) $0.97 $0.93 
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Source of Working Capital 


Use of Working Capital 


Increase (Decrease) 
in Working Capital 
Working Capital — 
Beginning of Year 


Working Capital — 
End of Year 


Steinberg’s Limited and Subsidiary Companies 


Consolidated Statement of Source and 


Use of Working Capital 


for the year ended July 27, 1974 
(Thousands of dollars) 


Net earnings for the year 
Items not affecting working capital— 
Depreciation and amortization 
Deferred income taxes 
Minority interest 


Provided from operations 


Additional debt and capital stock issued— 
Notes payable 


Steinberg Realty Limited— 
Net proceeds from issue of 87/3% Series B bonds 


Non-interest bearing advances 


Class “A” shares to employees (1974 — 21,025 shares; 


1973 — 53,114 shares) 


Net additions to assets— 
Real estate property 
Retail and manufacturing — fixed assets 
Investments and other items 


Reduction of long-term debt 

Reduction of minority interest 

Redemption of Series “A” preferred shares — net 
Redemption of subordinated preferred shares 
Dividends 


1974 
$ 
16,229 


14,647 
2,339 
595 


33,810 


5,567 


250 


39,627 


8,011 
26,298 
1,459 


35,768 
5,385 
141 
110 
999 
4,509 


46,912 


(7,285) 


30,725 


23,440 


1973 

$ 
16,729 
13,050 


1,377 
336 


31,492 


21,505 
822 


712 
54,531 
12,487 
23,842 

4,779 
41,108 
4,308 
72 

40 
1,000 
3,481 


50,009 


4,522 


26,203 


30,725 
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Steinberg’s Limited and Subsidiary Companies 


Notes to Consolidated 
Financial Statements 


for the year ended July 27, 1974 


1. Principles of The consolidated financial statements include the accounts of all companies in which the parent 
Consolidation company holds an interest in excess of 50%, including those of lvanhoe Corporation and its sub- 
sidiary companies. The investments in 50% owned companies are accounted for on the equity 
basis. 
2. Other Assets These are comprised as follows— 


50% owned companies — 


1974 


1973 


(thousands of dollars) 


Shares—at equity 547 520 
Advances 1,766 1,004 
2,313 1,524 
Affiliated companies — 
Shares—at cost 694 694 
Advances 68 68 
762 762 
Amounts recoverable from land transactions and other items 11,260 10,590 
14,335 12,876 
3. Notes Payable These consist of notes payable due to banks and others and in total are less than the companies’ 
established bank lines of credit. 
4. Long-Term Debt and 1974 1973 


Other Obligations 
Real estate operations — 
First mortgage sinking fund bonds— 

Ivanhoe Corporation— 
63/4% Series A, due 1991 
6'/4% Series B, due 1991 (repayable in U.S. currency 

$2,060,000; 1973—$2,127,000) 

Steinberg’s Properties Limited— 
41/2% Series A, due 1980 
6% Series “B’, “C” and “D”, due 1982-84 

Steinberg’s Shopping Centres Limited— 
7% Series A, due 1985 
81/2% Series B, due 1994 


Steinberg Realty Limited— 
81/2% Series A, due 1991 
87/s% Series B, due 1993 


Sinking fund requirements for the above bonds total $9,919,000 
for the five ensuing years. The excess of bonds cancelled or 
purchased for redemption to date over the cumulative sinking 
fund requirements at July 27, 1974 amounting to $3,114,500 
may be applied against these requirements. 


Mortgage loans and balances payable on land purchases — 
6% - 9% balances payable on land purchases 
51/2% - 7'/2% mortgage loans, repayable in 
varying monthly instalments to 1985 
101/2% mortgage loan repayable in monthly 
instalments to 1996 


Advances— 
Non-interest bearing 
6% - 8'/2% due on demand 
Bank term loan due January 15, 1974 at 3/4 of 
1% above prime 
Bank term loan due August 1, 1975 at 1/4 of 
1% above prime 


(thousands of dollars) 


4,740 


2,242 


788 
4,832 


4,922 
4,109 


14,732 
21,883 


58,248 


3,375 
8,763 


941 
13,079 


529 
561 


567 
1,657 
72,984 


4,903 
2,306 


1,312 
5,638 


5,328 
4,293 


14,944 
22,000 


60,724 


4. Long-Term Debt and 
Other Obligations (cont'd) 


5. Capital Stock 


(d) 


Due to the nature of the real estate operations the current por- 1974 1973 
tion due within one year has not been included under current (thousands of dollars) 
liabilities. This portion will be financed in the same period 
from rental income under lease agreements which has not 
been included in accounts receivable. 

Retail.and manufacturing operations — 


Sinking fund debentures — 
Steinberg’s Limited— 


53/4% due June 15, 1984—Series “A” 9,518 9,827 
65/3% due April 15, 1986—Series “B” 10,303 10,707 
85/s% due May 15, 1992—Series “C” 19,894 20,000 

39,715 40,534 


Sinking fund requirements for the above debentures are 
$1,000,000 in 1975 and $1,250,000 in each of the ensuing 
four years. The excess of bonds cancelled or purchased for 
redemption to date over the cumulative sinking fund require- 
ments at July 27, 1974 amounting to $2,284,000 may be ap- 
plied against these requirements. 
Notes payable — 
10% due August 1, 1976 5,000 


Other obligations— 
Bank term loan, bearing interest at 1% above prime, repay- 


able in equal monthly instalments of $25,000 to 1978 525 OM 
45,240 41,909 

Current portion due within one year 300 300 
44,940 41,609 


Supplementary letters patent were granted July 15, 1974 reducing the authorized capital of 
the company by cancelling 1,440 Series “A” preferred shares and 10,200 subordinated pre- 
ferred shares. 


During the year 1,440 Series “A” preferred shares were redeemed. The subordinated prefer- 
red shares are subject to the restriction that the company may redeem such shares to a max- 
imum of $1,000,000 in each year. During the year, the company redeemed 10,200 shares at 
par for a consideration of $999,600. Subsequent to July 27, 1974, the company redeemed a 
further 10,200 shares at par for a consideration of $999,600. 


As at July 27, 1974 the company has reserved 280,100 Class “A” shares as follows: 


Number Price 
of per 
shares share 
Options to senior employees— 

Exercisable to November 30, 1978 84,825 $12.00 
November 30, 1978 5,000 $19.00 
November 30, 1978 69,912 $20.00 

159,737 


Reserved for future allocation of options at a price to be de- 
termined by the Board of Directors but not less than 90% 
of the market value at the time of allocation 20,363 
Employee Stock Purchase Plan 1973— 
Subscription rights which will be in effect until March 31, 
1976 49,790* $19.00 


Reserved for future subscriptions at a price to be determined 
by the Board of Directors but not less than 90% of the 
market value at the time of subscription 50,210 


280,100 


“The exercise of all of the outstanding options and subscrip- 
tion rights would dilute earnings per Class “A” and com- 
mon share by 5 cents (1973 - 6 cents) and cash flow of 
Ivanhoe Corporation by 3 cents (1973 - 2 cents). 


During the year 21,025 Class “A” shares were issued to employees for cash of $250,000. 


20 


6. Contributed Surplus 


7. Retirement Plan 


8. Long-Term Leases 


9. Contingent Liabilities 


10. Depreciation and 
Amortization 


Auditors’ Report 
to the Shareholders 


The contributed surplus as at July 27, 1974 consists of a premium on issue and conversion of 
shares and gains on redemption of Series “A” preferred shares amounting to $10,528,000 with 
respect to prior years and of a gain on redemption of Series “A” preferred shares amounting to 
$35,000 during 1974. 


There are obligations for past service pension benefits amounting to $1,800,000 in accordance 
with actuarial estimates. These obligations are being satisfied by annual payments of $156,000 
with the final payment to be made in 1990. 


The aggregate minimum rentals, exclusive of additional amounts based on percentage of sales, 
taxes, insurance and other occupancy charges under long-term leases in effect at July 27, 1974 


for each of the periods shown are as follows: Payable to 
Ivanhoe 
Corporation Payable to 
and subsidiaries others 
(thousands of dollars) 
Within 5 years 32,245 72,343 
Within the next five years 26,637 65,718 
Within the next five years 22,063 SVAN 
Within the next five years VSN Ab T/T 
Within the remainder of the term 2,663 36,790 
O7,32) 273,843 


(a) Legal action 
A legal action claiming $1,000,000 was instituted in 1965 against lvanhoe Corporation for an 
alleged breach of sale agreement in connection with a property transaction. Counsel for the 
company has advised that Ivanhoe Corporation has a valid defense but that even if the ac- 
tion were successful, damages awarded should not exceed $25,000. The action has not yet 
been tried. 
(6) Income taxes 
As reported in prior years, the Deputy Minister of Revenue of the Province of Quebec insti- 
tuted legal action against the company claiming taxes for the years 1951 to 1963 inclusive, 
aggregating $902,000 including interest to date of the action, on profits made through the 
disposition of capital assets. Judgement was awarded in favour of the company in the 
Quebec Superior Court; however, the Deputy Minister of Revenue has appealed the judge- 
ment to the Quebec Court of Appeal. The appeal has not yet been heard. 
(c) Guarantees 
(i) Ivanhoe Corporation has guaranteed bank loans, amounting to $1,189,000 of companies 
in which it has ownership interests. 

(ii) Steinberg’s Limited has guaranteed a bank loan on behalf of Pharmaprix Limited in the 
amount of $500,000. 

(iii) Steinberg’s Limited has also guaranteed jointly and severally with Koffler Stores Limited 
and Pharmaprix Limited leases of latter's associates in the amount of $7,409,000 pay- 
able mostly over a 20 year period. 


Depreciation of fixed assets is computed on the straight-line method at rates which are sufficient 
to amortize the costs over their estimated useful lives as follows: 


Equipment 3 to 15 years 
Building and parking areas 25 to 40 years 
Leasehold improvements 10 years, or term of lease 


and first option 


We have examined the consolidated balance sheet of Steinberg’s Limited and subsidiary companies 
as at July 27, 1974 and the consolidated statements of earnings (including the consolidated state- 
ment of earnings of Steinberg’s Limited and its retail and manufacturing subsidiary companies and 
the consolidated statements of earnings and cash flow of lvanhoe Corporation and subsidiary com- 
panies), retained earnings and source and use of working capital for the year then ended. Our 
examination included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the 
companies as at July 27, 1974 and the results of their operations and the source and use of their 
working capital for the year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


or 


October 4, 1974. Chartered Accountants 
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Steinberg’s Limited and Subsidiary Companies 


Ten-Year Statistical Review 


(Thousands of dollars) 


For the fiscal year ended July: me BA ra : 
Sales—retail and manufacturing companies 1,185,581 1,002,304 871,828 
Salaries, wages and employee benefits 158,399 134,465 114,650 
Depreciation and amortization 14,473 12,903 11,599 
Income taxes (current) 13,495 12,759 10,067 
Income taxes (deferred) 2,339 1,377 552 
Net earnings 16,229 16,729 14,972 
Net earnings per dollar of sales 1.37¢ 1.67¢ 1.72¢ 
Net earnings per common and Class “A” share (in dollars) (2) 2.29 Paes 2.16 
Inventories 113,283 82,391 68,440 
Working capital 23,440 30,725 26,203 
Total assets 389,003 338,292 287,848 
Shareholders’ equity (book value) 141,192 130,331 117,411 
Return on equity 11.49% 12.84% 12.75% 
Equity per common and Class “A” share (in dollars) (2) 18.77 17.10 15.20 
Dividends to shareholders 4,509 3,487 2,620 
Capital expenditures 34,309 36,329 22,456 
Number of food stores (3) 192 187 185 

Sales area in thousands of square feet 3,018 2,815 2,692 
Number of department stores (3) 33 Sa 28 

Sales area in thousands of square feet 2,293 2S 2,001 


(1) The figures for 1967 and subsequent years 
reflect the consolidation of lvanhoe 
Corporation—(note 1 of financial statements). 


(2) The figures for 1965 have been adjusted 
to reflect the subdivision of the common and 
Class “A” shares on a 2-1 basis in 1966. 


(3) The figures for 1974 include the 
Beaucoup combination store. 


*53 weeks. 
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1971* 1970 1969 1968 1967(1) 1966 1965* 

$ $ $ $ $ $ $ 
786,407 679,650 553,335 480,125 439,496 400,883 379,097 
102,575 88,206 77,314 69,835 59,239 50,812 43,436 
10,674 10.168 9,389 8,349 6,015 4,396 4,094 
9111 8,393 3,952 5,139 6,238 7,672 7,865 
(111) 1,054 1,685 2,184 761 214 210 
9,459 95317 5,909 6,402 6,875 7,371 6,918 
1.20¢ 1.37¢ 1.07¢ 1.33¢ 1.56¢ 1.84¢ 1.82¢ 
1.37 1.34 0.84 0:91 (OFS 28) 1Ow, 1.01 
59,011 55,723 47,412 41,618 39,462 31,059 28,123 
8,979 9,151 10,846 4,863 13,114 31,222 24,325 
266,685 292,950 244,808 227,554 213,341 130,793 106,847 
104,488 98,083 91,410 88,276 84,859 69,839 64,227 
9.05% 9.50% 6.46% ie2o 8.10% 10.55% 10.77% 
13.41 12.36 AMES 7 10.89 10.51 9:81 9.04 
2,608 2,666 2,671 2,665 2,645 2,431 2,136 
18,428 11,631 16,860 21,616 16,919 13,794 7,053 
r79 176 Whe) UGS) 168 AST 148 
2,544 2,455 2,467 2,390 2,250 2,056 1,931 
26 23 22 16) 15 i” 10 
2,138 1,980 1,904 1,430 1,430 950 867 


pe) 
ie) 


Steinberg’s Directors and Officers 


DIRECTORS 


Sam Steinberg 
Chairman of the Board 


Nathan Steinberg 
Vice-Chairman of the Board 


André Charron, Q.C. 
President 
Lévesque, Beaubien Inc. 


Melvyn A. Dobrin 

Mitzi S. Dobrin 

James N. Doyle 

Campbell W. Leach, C.A., D.C.L. 


Jack Levine 


Hon. Lazarus Phillips, O.B.E., Q.C. 


Senior Partner 
Phillips & Vineberg 


Gérard Plourde 
Chairman of the Board 
UAP Inc. 


H. Arnold Steinberg 


OFFICERS 


Sam Steinberg 
Chairman of the Board, 
Chief Executive Officer 


Nathan Steinberg 
Vice-Chairman of the Board, 
Senior Vice-President 


Melvyn A. Dobrin 
President 


James N. Doyle 
Executive Vice-President, 
Legal and Corporate Affairs 


Jack Levine 
Executive Vice-President, 
Retailing 


H. Arnold Steinberg 
Executive Vice-President, 
Administration and Finance 


Oscar Plotnick 
Senior Vice-President 


Norman Auslander 
Vice-President and 
General Manager, 
Ontario Division 


Mitzi S. Dobrin 
Vice-President, 
Miracle Mart Division 


Stanley F. English 
Vice-President and 
General Counsel 


William Howieson 
Vice-President, Treasurer 
and Comptroller 


Morris Ladenheim 
Vice-President and Director of 
Private Label Development 


Malcolm N. Maclver 
Vice-President, 
Labour Relations 


Guy Normandin 
Vice-President 


Sidney Pasoff 
Vice-President, 
Management Systems & Control 


Gerry Spitzer 
Vice-President and 
General Manager, 
Quebec Division 


Henri Tremblay 
Vice-President, Personnel 


Ls-Gilles Gagnon 
Secretary 
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OFFICERS OF PRINCIPAL SUBSIDIARIES 


Cardinal Distributors Limited 
Morris Steinberg, President 
Sam Gerstel, General Manager 


Cartier Sugar Ltd. 

John A. Lang, President 

R. A. Dickinson, Vice-President and General 
Manager 


Intercity Food Services Inc. 

Lewis Steinberg, President 

Edward Lackman, Vice-President and General 
Manager 


Ivanhoe Corporation 

H. Arnold Steinberg, President 

Ralph H. Ordower, Vice-President and General 
Manager 


Phénix Flour Limited 

John A. Lang, President 

Guy Tremblay, Vice-President and General 
Manager 


Steinberg Foods Limited 
Guy Normandin, President and General Manager 


TRANSFER AGENT 
Montreal Trust Company 


Halifax, Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver 


REGISTRAR 
The Royal Trust Company 


Halifax, Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver 


STOCK EXCHANGE LISTINGS 
Class “A” and 51/4% Preferred Shares 


Montreal Stock Exchange 
Toronto Stock Exchange 


AUDITORS 


Coopers & Lybrand 
Montreal 


since 1917, 


